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Pasdiseilen Methods Applied 
To Current Situation 


By MARK R. GREENE 


Assistant Professor of Business Administration, University of Oregon 
(Continued from October issue) 


Last month we examined current business barometers to 
determine the present stage of the business cyle, examined 
four forecasts of cyclical activity made by others, and listed 
the current reinforcing and limiting factors that appear to 
be of significance today. We concluded that. while reinforc- 
ing factors seem to be stronger than limiting forces in the 
current situation, there is not, at this stage of the analysis, 
such a preponderance of evidence as to clearly indicate the 
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‘Effect of E British Currency 


Devaluation Assessed 
By EDWIN C. ROBBINS, JR. 


Instructor in Economics, University of Oregon 


The recent currency devaluations ignited by the British 
devaluation in September 1949 were not unexpected, vet 
they started a wave of speculation as to their possible ef- 
fects on the American economy. While many of these ef- 
fects are long run, and cannot be predicted with complete 
accuracy, several questions relating to devaluation can be 
answered at present. 

Why did Great Britain devalue? The British devalued 
in an attempt to gain more dollars. At the old exchange 


future course of business activity. 
Nevertheless, it was felt we are at a 
lower turning point in the cycle. 

We must complete our analysis 
before arriving at any final predic- 
tion. We shall (4) study the rela- 
tionship between the present situa- 
tion and past business cycles; (5) 
analyze those series of data that 
tend to lead general business activ- 
ity; (6) give concrete expression to 
sur findings. 


Step 4: In forecasting, can much 
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rate of $4.03 for a British pound, 
when an American wished to buy 
a British good priced at £ 1 he had 
to pay $4.03. (For purposes of 
simplification shipping and han- 
dling costs in both directions are 
omitted from the calculations.) 
Correspondingly, when a Britisher 
wished to purchase something from 
the United States that was priced at 
$4.03 he had to pay £ 1. At this 
exchange rate there was a greater 
demand for American goods than 


be gained by historical analogy? In 

view of the fact that no two busi- 

ness cycles have been the result of 

identical forces, it would appear 

discouraging to expect future business behavior to conform 
to past patterns. Yet there are useful parallels that may be 
drawn. 

Clearly, the past recession more closely describes the 
1921 inventory slump than the 1929 debacle. This time, 
however, the slump has been extremely mild, because of 
several factors, not the least of which has been cautious in- 
ventory policy by businessmen. 

The main question today is ths: Is a second “new era” 
in prospect such as followed 1921? No industry compar- 
able to the automobile industry appears to be in the “ges- 
tation” period. Mass use of small civilian aircraft in the 
next ten years does not seem likely. On the other hand, 
there is no evidence that industrial development has poor 
prospects for the next ten years. Many industries—tele- 
vision, plastics, synthetic chemistry, to mention a few— 
have developed well into their experimentation stage or are 
nearly ready for the exploitation stage. Any revolutionary 
developments in the applicability of atomic or rocket power 
to existing means of transportation would give great new 
stimulus to industries now thought to be “leveling off,” 
uch as railroads or ocean transportation. And, if any sem- 
“~blance of international stability develops, there lie tre- 
mendous investment opportunities in underdeveloped 
countries, particularly India and South America. 

(Continued on page 3) 


for British goods. This is the so- 

called “dollar shortage.” By devalu- 

ating the pound to $2.80 the British 

have in effect raised the price of 
American products, since for each pound a Britisher can 
now buy only $2.80 worth of United States goods. This 
will probably reduce the demand for dollars. 

The desired increase in supply of dollars may come 
about in one of two ways, or a combination of them. Those 
products, s such as Scotch w hiskey, which do not meet com- 
petition in the American market, will probably not fall in 
price at first. With the same dollar price on his goods, the 
British .eller \ll find that he receives almos' “ne-third 
more pounds for each bottle sold than before devaiuation. 
Thus the American market will become more profitable for 
him to sell in, and he will tend to reduce his sales in other 
regions in order to concentrate on this market. When there 
is a noticeable increase in supply, the price may drop. On 
the other hand, for goods that are meeting stiff competition 
on the American scene, such as British automobiles, prices 
may be reduced as much as 30 per cent it terms of dollars 
without reducing profits in terms of pounds. Of course, for 
each good sold, fewer dollars will be received by the ster- 
ling area; but it is hoped that the lower prices will cause 
such an increase in sales that the total dollar receipts will 
be greater. 

What caused the post-war dollar shortage? Before 
World War II Great Britain obtained dollars mainly by 
three methods: (1) exporting goods to the United States 


(Continued on page 2) 
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Effect of British Currency 


Devaluation Assessed 


(Continued from page 1) 


or to other areas that had dollars, (2) providing services 
for our tourists and shippers, and (3) receiving interest 
and dividends on the capital she had invested in the United 
States during the nineteenth century. In order to get dollars 
to pay for bombs and airplanes during the war, Great Bri- 
tain was forced to sell on the American market most of the 
stocks and bonds of American corporations owned by her 
citizens. Meanwhile enemy action reduced her productive 
capacity and merchant marine below prewar levels. Thus 
at the end of the war Great Britain found that her sources 
of dollars had shrunk, while the demand for American 
goods and products had, if anything, increased. 

Great Britain was reluctant to admit that she could not 
restore the prewar parity of foreign exchange with the 
pound, and emphasis was immediately put on increasing 
production for export. To tide her over while this was be- 
ing accomplished, both the United States and Canada made 
dollar loans to Great Britain, and later she received aid 
under the Marshall Plan. In addition, she sold her gold re- 
serves to the United States until they fell below what she 
considered a safe minimum for use in case of emergency. 
While production in Great Britain increased about 35 per 
cent above prewar levels, the demand for dollars still ex- 
ceeded the supply at the old rate of exchange. With the pro- 
ceeds of both loans gone, and Marshall Plan aid scheduled 
to be ended in 1952, it did not appear that the prewar parity 
could be attained merely by waiting for increased produc- 
tion. 

Will our markets be harmed by devaluation? The an- 
swer seems to be that some will be harmed and some will 
be benefited. Those who produce goods for sale in compe- 
tition with producers in the sterling area will find increased 
price competition. On the other hand, if the devoluation 
succeeds in increasing the dollars received by the sterling 
area. then more will be purchased from the United States 
and those who sell goods to the sterling area will benefit. 
The latter point may appear contradictory at first, since 
the immediate effect of the devaluations is to increase the 
price of dollar goods to those in the sterling area. How- 
ever, before devaluation the demand for dollars was not 
being met—the short supply was rationed by government 
agencies. With the depletion of gold reserves and the ex- 
pected reduction in United States aid, purchases of Ameri- 
can goods would have been still further reduced. Thus de- 
valuation will probably not reduce purchases of dollar 
goods more than they would have been reduced without 
devaluation, and it may result in increased purchases. 

Another factor that must be noted is that, unless the 
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British and the rest of the sterling area can increase pro- 
duction, the effect of devaluation on United States markets 
will be small. In some areas increased production within a 
short period of time is quite probable; increased competi- 
tion from Canadian newsprint is already reported. Unlese 
this effect is large, however, it can probably be absorbed L 
the United States economy—unless there is a falling na- 
tional income. 

What alternatives did Great Britain have? She could 
have reduced her supply of money and thus lowered the 
general price level. This, in effect, is what England did after. 
World War I (some observers stress this in explaining the 
fact that, while the United States was experiencing a period 
of rather continuous prosperity during the twenties, Great 
Britain suffered a serious depression). But rapid contrac- 
tion of prices can be satisfactorily accomplished only if 
costs can be reduced at the same time. Since many business 
costs are entered into on the basis of long-run commit- 
ments, a sudden drop in the price 'evel usually results in 
many bankruptcies. Besides this real difficulty, it is almost 
never politically expedient to carry out a program which 
necessitates reducing wages. For a labor government this 
might be considered impossible. 

It is true that, if the United States had agreed to increase 
her aid to the sterling area, or had agreed to increase the 
price of gold, the devaluations might not have been neces- 
sary. But both of these were beyond the control of the Brit- 
ish government, and neither could be expected. 

Will devaluation succeed? The success or failure of de- 
valuation will probably not be known for some time. Some 
prerequisites for its success, however, are clear. Any coun- 
try that expects to benefit from a devaluation of its cur- 
rency must be prepared to keep the domestic price leve' 
from increasing. Since the purpose of the move is to creai 
a price differential in favor of the devaluing country, an 
increase in domestic prices could eliminate all possible 
gain. 

The maintenance of a domestic price level after currency 
devaluation is not easy. All goods bought from the dollar 
area will increase in price in the sterling area, and, insofar 
as these are necessary raw materials, this will be included 
in the cost of production. However, the fact that so many 
countries have devalued will tend to reduce the importance 
of this problem, since these countries can buy from each 
other without experiencing price increases. This may divert 
some purchasing from the dollar area to the sterling area, 
at least until the dollar reserves of the sterling area in- 
crease. 

In addition, all goods of the kinds exported to the dollar 
area will tend to increase in price in the sterling area. This 
is a desirable result in that it reduces the domestic demand 
for these goods and makes more available for export. How- 
ever. if the general price level is to be maintained, these 
increases must be offset by reductions elsewhere. 

The United States has the power to prevent devalution 
from being a success. If we should devalue or raise our 
tariff levels against goods from the sterling area, we would 
be in effect eliminating the price advantages created by the 
devaluations. Such actions would protect those United 
States industries selling in competition with industries in 
the sterling area and would reduce the sales of industrie- 
selling to the sterling area. This latter effect could be offse 
either by giving money to the sterling area with which to 
buy our products or by direct subsidies to our exporting 
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industries. In either case, the United States would be under- 
writing the British standard of living instead of giving them 
a chance to get back on their own feet. 

Is there a currency war? The devaluations that have oc- 

curred so far have been quite unlike those of the 1930s. In 

iat decade each country devalued without consultation 
with other countries, and generally in a spirit of trying to 
outdo her neighbors. In the present instance the Interna- 
tional Monetary Fund was notified before the devaluation 
took place, although there is some doubt as to how much 
consultation actually took place. It appears that the major 
countries were warned when the action was forthcoming; 
this certainly was a part of the American-British discus- 
sions that just preceded the devaluation announcement. It 
should be noted also that the devaluations in all countries 
have been toward free-market price of dollars. There seems 
to be no evidence of competitive devaluation among mem- 
bers of the sterling area. 

There has been much comment on the fact that Great 
Britain led off with a devaluation of just over 30 per cent. 
Many persons felt that a smaller devaluation was in order; 
but the British evidently felt that, if they took just a hesi- 
tant step, everybody would hold off buying British prod- 
ucts hoping and expecting another reduction. As it is, the 
British talk as though they have gone too far if anything; 
but this may be just to discourage any expectations of fur- 
ther cuts. In any event, unless the United States devalues 
or raises its tariff (and only the latter seems a reasonable 
possibility), there seems no reason to expect competitive 
devaluations to follow. The complaint of France against the 
British action can be discounted, since France had already 
devalued twice since the end of the war. Her previous de- 
valuations failed to bring the expected gains; it was not 

ntil the beginning of the current year that she succeeded 
in controlling the rise in domestic prices. 

What should United States policy be? The best policy 
for the United States to follow is one of cooperation. The 
devaluations are neither panaceas nor cure-alls; but they 
may be useful steps toward a more realistic arrangement of 
currency values and a sounder basis for world trade. The 
sooner Europe increases her exports to an amount that will 
balance her imports, the sooner the United States can re- 
duce European aid without fear of a collapse abroad. 





Forecasting Methods Applied 
To Current Situation 


(Continued from page 1) 


Thus a “new era” in the 1950s, while perhaps not led by 
the development of a major industry, could well develop 
from a combination of events such as those suggested 
above. There is reason to believe that such a period would 
have a sounder base than the “prosperity” of the 1920s. 
The relative industrial diversification, the sound financial 
position of the agricultural economy, and the increased 
buying power among lower income classes would be ex- 
amples of favorable elements not substantially experienced 
during the 1920s. 

Possible deterrents to a general rise during the next ten 

2ars, such as another world war, imposition of a tax struc- 
ture that would actually restrict investment incentives, ex- 
tended labor strife, etc., do not appear probable at present. 
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In summary, the method of historical analogy in fore- 
casting yields moderate hope that the upswing has a favor- 
able base; while it may not reach the speculative heights of 
the 1929 climax, it may develop on a sounder and firmer, 
though lower, plane. 


Step 5: Examination of certain data that have in the 
past oftentimes (but not always) led general business ac- 
tivity may supply a clue as to the probable course of the 
business cycle. What are these leading series ? 

Perhaps the most time-honored indicator of what is to 
come is the stock market. In recent years the stock market 
has been a somewhat inaccurate business barometer: but 
it is still true that trends in stock prices tend to discount 
the future—at least to some degree. Large transactions in 
the market are made by men having access to latest busi- 
ness developments. Favorable news that a company will in 
all likelihood receive a loan to finance a prospective expan- 
sion (with the favorable implications as to future profits) 
may well send that company’s stock up many months in ad- 
vance of the date scheduled for the expansion. The substan- 
tial rise in Dow-Jones industrial averages since June 1949 
is indicative of increased confidence in the future of equi- 
ties and profits, and may favorably affect new investment 
next year. 

Another good leading series is that on building-contract 
awards, published by the F. W. Dodge Corporation. Ob- 
viously contracts must be let before building can proceed. 
And building activity is a very important support to gen- 
eral business. The actual level of construction activity in 
1949 has, on the whole, remained about constant. Factory 
construction has declined sharply, because of completion 
of postwar building plans and high costs; but this was off- 
set by residential home building in September, which 
spurted up by 100,000 starts—a contraseasonal movement. 
Some indication as to next year may be obtained by examin- 
ation of the Dodge report on contract awards, which 
reached a September peak of nearly 70 per cent above Sep- 
tember of last year. The firming prices of lumber during 
the last two months and an increase in shipments of forest 
products of 25 per cent in September over August is evi- 
dence of this tendency in business here in Oregon. 

A third indicator of future business trends is the spot 
commodity price level of so-called “sensitive” commodi- 
ties—rubber, steel ingots, zinc, cotton, wool, etc.—ma- 
terials used in basic production. These materials must be 
purchased before production of much volume gets under- 
way in the basic industries. Their prices in the mast have 
shown an a,erage lead of about six months. For example, 
Barron’s index of spot and futures commodity prices began 
to decline in February 1948, fully seven months before the 
inventory liquidation got seriously underway in October 
1948. Since July of this year, Barron’s index of spot prices 
of these commodities has risen from 230 to 250. Futures 
have not risen as steeply, but still show a moderate increase 
during the same period. 

More reliance can be placed on the significance of lead- 
ing series when there is a good degree of agreement among 
the various indicators, as is the case today. Current steel 
and coal strikes will in all probability whet the demand for 
steel supplies next year and give impetus to the upswing. 


Step 6, Summary and Quantitative Expression of 
Results: Following a price readjustment from war-inflated 
levels, expressed largely by inventory liquidation on a 
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rather mild scale, the United States economy appears to be 
headed for another cyclical rise. Inventory buying, govern- 
ment purchases, and new home building largely account 
for the improvement. The forecast which follows is made 
in the belief that current coal and steel strikes will be settled 
shortly. 


1948¢ =-——1919°_——_.._ -——_1950t —_{ 
4Q 1Q 2Q 1Q 3 

(billion) (billion) (billion) (billion) (billion) 

Personal consumption expenditures _. $180.9 $177.9 $178.2 $180.5 $179.5 
Durable goods 22.9 22.5 23.6 24.5 23.5 
Nondurable goods 103.3 99.7 98.7 100.0 100.0 
Services 54.8 55.4 55.9 56.0 56.0 
Gross private domestic investment... 48.0 41.9 34.0 39.0 39.0 
New construction 17.9 16.8 16.5 18.0 20.0 
Producers’ durable equipment_....0 21.2 21.0 20.3 18.0 16.0 
Change in inventories__.______.______.. 9.0 4.1 —2.8 3.5 3.0 
Net foreign investment 1.0 0.6 0.8 0.5 0.6 

Government purchase of 

goods & serv. 40.3 2.1 43.1 51.0 47.0 
Federal _____.__ - 234 . 25.4 31.0 38.0 
State and local 16.9 d 17.7 20.0 19.0 
Total gross national product... 270.3 256.1 271.0 266.1 


























* Source: Survey of Current Business, Oct. 1949, p. 51. 
T Forecast. 


The above results, indicating a rise in the rate of national 
output by $10 billion by the third quarter of 1950, should 
be interpreted in the light of the nature of the gross-na- 
tional-product measure. This measure is a summation ser- 
ies and is not likely to undergo great fluctuations. For ex- 
ample, industrial production could slow to nearly a halt 
(because of a strike, perhaps) and then be accelerated at 
a rapid rate. But total gross-national-product would not 
reveal that fact if the final result was to change the total 
production figure but slightly. Nevertheless, it is felt that 
the gross-national-product figure is a more meaningful 
and convenient description of total business activity than a 
listing of the forecasts for the various indicators of produc- 
tion, trade, finance, etc. 


Personal Consumption Expenditure. The sum of per- 
sonal consumption is likely to change very little in the next 
year. Always a relatively stable item, it is anticipated that 
personal consumption will increase about $2 billion by the 
first quarter of 1950. All indexes of trade have demon- 
strated the willingness of people to buy. Their means to 
buy will be strengthened by the $2.8 billion veterans’ in- 
surance dividend early in 1950; consumer durables will get 
the bulk of this payment. Consumer durables, the demand 
for which is nearly satisfied in most lines except automo- 
biles, is expected to decline again by the third quarter of 
1950. 

The remainder of the insurance dividend will probably 
be used in part to offset loss of income during strikes and 
in part to help finance new homes. It is believed that per- 
sonal savings, which have been at very high levels, will be 
used if necessary to maintain the level of consumption now 
existing. Demand for services is assumed to remain the 
same. Various other supports to purchasing power, such as 
the strong farm position (bolstered by price supports), 
and unemployment compensation strengthen the general 
conclusion. 


Gross Private Domestic Investment. Investment is ex- 
pected to undergo a net rise of $5 billion by next year. 
Producers durables will probably decline because of the 
completion of most business expansion plans. The decline 
is expected to be moderate because of three factors: (a) the 
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sizeable plans of expansion by public utilities, (b) added 
expenditures necessitated by increased military orders, and 
(c) favorable expectations as to profits, the level of which 
for many firms have set new peaks in the third quarter of 
1949. 

For several reasons, new construction will be a powerf 
factor in the economy next year. These include low interest 
rates, government aid in financing new housing, lowered 
building costs, and the increased need for new housing 
(the population has increased ten million since 1945). The 
housing demand is far from satisfied, even after a record- 
breaking production of a million homes in 1948. Factory 
construction, however, will probably decrease. 

The rate of inventory accumulation is expected to in- 
crease during the next year, following the recent exhaus- 
tion of inventories. There is evidence that this buying will 
be cautious, however. The rate of accumulation is expected 
to approach the rate prevalent in the fourth quarter of 


1948. 


Net Foreign Investment. This factor, the excess (or de- 
ficiency) of exports over imports, will be affected primar- 
ily by the devaluation of foreign currencies. To date little 
influence has been noticed. If the devaluation were very 
successful, the figure for net foreign investment would be 
negative—that is there would be an excess of imports over 
exports. The present forecast indicates little net change, 
because it is felt that Marshall Plan aid will stimulate our 
exports to a greater degree than devaluation will stimulate 
our imports. A slight drop in the figure is indicated for the 
first quarter of 1950 in recognition of some expected rise 
of imports. 


Government Purchases of Goods and Services. Gover 
ment expenditures are separated from the other parts o. 
the gross-national-product components because of the dif- 
ficulty of allocating government purchases to either con- 
sumption or investment figures. By far the most important 
rise is in government expenditures. The forecast is based 
on the current government budget of 46 billion for this 
fiscal year. The 1950 first-quarter figure of $51 billion re- 
flects an expected $5 billion cash deficit in that quarter.’ 
The drop to $47 billion by the third quarter of 1950 is 
based in the assumption that there will be effective pres- 
sure for a more nearly balanced budget. 

The importance of the government factor is increased 
because of the fact that the government deficit creates pur- 
chasing power that would otherwise not be available. While 
the President has announced that he plans to ask Con,sress 
to increase taxes, there seems to be some doubt that this 


wish will be fulfilled. 


Summary. The main constituents of economic activity— 
building construction, agriculture, and automobiles—still 
flourish, in spite of complaints by business and labor that 
their interests are being neglected. Most signs point to ris- 
ing price levels and heightened productive activity, espe- 
cially in construction, inventory purchases, and govern- 
mental purchases. The projected increase in gross-nation- 
al-product will probably mean an employment figure of 
over sixty million persons. Possible upsets to this predic- 
tion, such as war or prolonged strikes or action by tl 
Congress to raise taxes, seem improbable. 


1U.S. News, Oct. 28, 1949, p. 32. This figure is unofficial. 
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Federal Income Tax Data 
for Oregon Released 


The office of the United States Commissioner of In- 
zrnal Revenue has recently made public a considerable 
amount of data compiled from Federal income-tax returns 
for the years 1945 and 1946. No statistics from the 1947 
returns have yet been given out. The breakdown of the 
data by states is for individual returns only; that is, re- 
turns of corporations and partnerships are not given on a 
state basis. The statistics for Oregon taken from the 1946 
returns follow: 


Number of returns —............... 
Adjusted gross income (gross income minus 

allowable business deductions, expenses of 

travel in connection with employment, etc.) _.$1,454,819,000 
Salaries and wages 1,020,628,000 
Dividends 21,842,000 
Interest ace 10,536,000 
Tax liability 181,582,000 





.... 933,967 














Some of the data from the 1945 Oregon returns have 
been placed in the following frequency distribution (this 
has not yet been done for the 1946 returns) : 


Adjusted Gross 
Income Classes 
Individual returns (taxable and 
nontaxable) : 

ae Sees 
$1,000 under 82,000 _..... 
2,000 under 3,000 WW 
3,000 under 
under 5,000 —...._... 

under 


Number of 
Returns 


Adjusted Tax 
Gross Income Liability 


112.133 
135,649 
127,248 
... 83,223 
... 30,474 


$ 59,347,000 
206,652,000 
316,026,000 
285,263,000 
133,803,000 


$ 1,388,000 
$ 17,536,000 
33,364,000 
33,111,000 
17,840,000 


under 
under 
under 
under 
under 
under 
under 
under 
under 
under 
under 
under 
under 
under 
under 


a 


15,000 


~. 20,952 


mee Gee 
EE 


1,696 
927 
462 
501 
266 
129 

61 


137,589,000 
50,984,000 
29,289,000 
20,522,000 
12,610,000 
17,147,000 
11,778,000 

6,988,000 
3,969,000 
2,650,000 
2,732,000 
2,752,000 
6,283 ,000 
3,718,000 
1,349,000 

554,000 


24,502,000 
12,609,000 
8,790,000 
7,088,000 
4,797,000 
7,336,000 
5,560,000 
3,530,000 
2,176,000 
1,490,000 
1,601,000 
1,574,000 
3,917,000 
2,432,000 
848,000 
358,000 


under 400,000 —....... 
under 500,000 —......_. 
and over 


1,655,000 
920,000 


1,254,000 
548,000 








Sa ee 








Total, taxable and nontaxable 


individual returns ——.......518,109 $1,314,582 ,000 $193 ,654,000 





Personal savings in the United States, after reaching 
unprecedented amounts during the war years from the 
standpoint of dollar volume and as a percentage of dispos- 
able personal income, declined rapidly after the end of the 
war and reached a postwar low in 1947, in spite of a rise in 
income. In the latter part of 1947, the rate of personal sav- 
ing again moved upward and is currently 8 per cent of 
disposable personal income as compared with 3 per cent 
in 1947. A small decline in the second quarter of this year 
may indicate that the saving rate has started to level off. 
When compared with the 1935-1940 average of about 5 
per cent, the rate of personal savings at this time seems to 
be approaching normal. 





Hotel patronage, from coast to coast, has slipped this 
year, and now is dangerously close to the point where the 
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big hostelries could soon be showing net losses. Before the 
war, most large hotels could show a profit with an average 
year-around occupancy of 60 to 65 per cent. Today, be- 
cause of high costs, some experts say the necessary occu- 
pancy ranges from 80 to 85 per cent. 





Nearly three out of every five of the nation’s nonfarm 
homes are owned free and clear, reports the Federal Re- 
serve Board’s 1949 Survey of Consumer Finances. The 
exact proportion is 57 per cent, which represents a gain of 
2.3 per cent over 1940 and marks a reversal of a trend to- 
ward mortgaged homes which had been increasing since 
1900. Likewise, unmortgaged farm homes have increased. 
The Department of Agriculture shows that seven out of ten 
farm homes were free and clear in 1945, a big increase over 


1940. 





Drive-in insurance has taken its place beside drive-in 
theaters, cafes, and banks. The Preferred Casualty Associ- 
ation has set up in Seattle, Washington an insurance curb- 
service office. It is a converted driveway, accommodating 
six autos at a time, and enables drivers to transact business 
from their cars. 





Solidity in the housing market is indicated by the Fed- 
eral Reserve Board’s 1949 Survey of Consumer Finances. 
The survey forecasts a demand for at least 7 million non- 
farm homes in the five years beginning with 1949. The 
maximum estimate is a demand for 12 million homes, con- 
tingent on the continuation of favorable economic condi- 
tions and the availability of suitable houses at acceptable 
prices and on favorable financing terms. 





Mr. V. B. Stanbery of the San Francisco office of the De- 
partment of Commerce has written a memorandum entitled 
Suggestions for Diversifying Industry in Your Commun- 
ity; it may be obtained free upon request from the Regional 
Office, U. S. Department of Commerce, 306 Custom House, 
San Francisco. Frequently, local organizations seek to pro- 
mote diversification of manufacturing in their communi- 
ties. There are, however, several kinds of diversity. Would 
an increase of the variety of articles manufactured neces- 
sarily be an advantage? Or the development of industries 
which would require a greater variety of occupational 
skills? Or an increase in the less-seasonal or off-seasunal 
industries? There are several other types of diversity to- 
ward which an area may aim. The memorandum suggests 
that efforts toward diversification will be more fruitful if 
some thought is given to the kind of diversity that is most 
needed in the particular community. Questions are sug- 
gested as aids in evaluating the benefits that any given in- 
dustry might confer. 





The nation’s colleges handed out a record 430,000 di- 
plomas during the last school year, according to the U. S. 
Office of Education. The agency estimates that 375,000 
bachelor or first professional degrees were granted—a 38 
per cent increase over the previous year—and 55,000 ad- 
vanced degrees, with a 20 per cent gain in master’s degrees 
and a 29 per cent gain in doctor’s degrees. 
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CURRENT BUSINESS TRENDS IN OREGON 


Employment. Although seasonal unemployment is climbing, the 
rate of increase is less than that of a year ago—which has led to 
hopes that this winter’s unemployment may fall short of that of last 
February. The estimated number of people looking for jobs Novem- 
ber 15 was 50,000, whereas a year ago it was 39,000; however, in 
1948 the number of unemployed was rising much more rapidly than 
is the case now. The Oregon State Unemployment Compensation 
Commission gathers opinions from industry leaders as to future em- 
ployment trends. Current forecasts follow: 


Construction. Employment has fallen off by about 10 per cent 
from August, but the winter low will be only 8 or 10 per cent under 
present levels. The mild fall has done much to sustain building ac- 
tivity. 


Food Products. Cannery layoffs during October and November af- 
fected about a fourth of the persons employed by the industry dur- 
ing the height of harvest-time operations. Further layoffs will occur, 
but the minimum number of workers employed will be considerably 
above that of February 1949. 


Lumber and Logging. Employment in this industry has remained 
remarkably steady during the last few months. The number now at 
work is about 74,000, compared to 77,000 at the year’s peak in 
August and 90,000, the all-time high, reached a year ago. Seasonal 
layoffs will increase during the next three months, but they will be 
less than a year ago. 


Wholesale and Retail Trade. Increases in retail hiring during the 
next few weeks, in anticipation of holiday buying, will be partially 
offset by layoffs in the wholesale trade. It is estimated that employ- 
ment in retail trade will drop 8 per cent from December to February. 


Brick. The Oregon State Department of Geology and Mineral 
Industries has prepared a publication entitled Brick and Tile In- 


dustry in Oregon (GMI Short Paper No. 19). This deals with one 
of the state’s oldest industries, and one which contributes nearly ° 
million dollars yearly in products to the economy of the state. T 
operation of nineteen brick and tile plants and one stoneware plan 
are described, and test results on samples taken by the department 
from the plant pits are presented. Also listed are results on the de- 
partment’s tests made on raw clays from thirty new localities. 


Department-Store Sales. Sales of Portland department stores 
continue to run substantially below a year ago. Figures for depart- 
ment-store sales for Pacific Coast cities, given below, show the per- 
centage changes in value of sales compared with the corresponding 
period a year ago. 


Four weeks ending Calendar year to 























City Nov. 5 Nov. 5 
Portland —13 — 9 
Los Angeles —15 —10 
San Diego —_ —10 — 4 
Oakland _ . —10 — 4 
San F — 2 — ] 
Seattle — 8 — 3 
Spokane ——e Ee — $ 
United States — 2 — 6 





Lumber. Orders for lumber continue to exceed production, a situ- 
ation which has persisted since August. The demand from the At- 
lantic Coast states is especially strong, that of California less strong, 
whereas the local market is absorbing less than a year ago. Market 
data for the industry provided by the West Coast Lumbermen’s As- 
sociation follows: 








Average per Week, M Feet M Feet M Feet 

Oct. 1949 Sept. 1949 43 Weeks, 1949 43 Weeks, 1948 
Production _______... 168 626 170,076 6,772,751 7,303,589 
Oe 188,956 7,077,288 6,972,584 
Shipments _________. 177,708 183,196 6,916,233 7,190,965 


BANK DEBITS 


Bank debits represent the dollar value of the checks drawn against individual deposits. Approximately 90 per cent of all goods, property, and services is paid for t 
check. Bank debits are regarded as indicators of the general trend of business, though their value for this purpose may be impaired by substantial changes in the level of 
prices. The Bureau of Business Research collects bank debits from 117 banks and branches monthly. On occasion, the totals for the same month in different issues of 
the Review are not directly comparable because of necessary adjustments in basic data. 






































Number 
of Banks Debits Debits Debits Sept.1949 compared with 
Marketing Districts Reporting Sept. 1949 Aug. 1949 Sept. 1948 Aug. 1949 Sept. 1948 

Oregon 101 $935,546,928 $878,578,487  $1,034,242,074 + 6.48% — 9.54% 
Portland (Portland, Hillsboro, Oregon City, etc.) 29 548,974,928 $15,869,814 611,949,616 + 6.42 —10.29 
Lower Willamette Valley (Salem, McMinnville, eic.) 13 85,446,637 81,101,033 86,583,281 + 5.36 — 1.31 
Upper Willamette Valley (Albany, Corvallis, Eugene, etc.) 14 95,774,612 91,374,722 108,999,291 + 4.82 —12.13 
North Oregon Coast (Astoria, Tillamook, etc.) 5 22,262,121 21,723,163 27,017,806 + 2.48 — 17.60 
Douglas, Coos Bay 4 21,993,232 23,282,883 26,263,613 — 5.54 — 16.26 
Southern Oregon (Ashland, Medford, Grants Pass) 6 40,228,220 38,500,254 44,150,370 + 4.49 — 8.88 
Upper Columbia River (The Dalles, Hood River, etc.) 7 19,929,730 18,088,458 21,508,092 +10.18 — 7.34 
Pendleton area 6 23,580,400 23,359,849 25,235,960 + 0.94 — 6.56 
Central Oregon (Bend, Prineville, Redmond) 4 17,536,332 15,080,745 17,545,004 + 16.28 — 0.05 
Klemath Falls, Lakeview area 4 30,160,450 23,156,824 32,081 631 +30.24 — 5.99 
Baker, La Grande area 6 19,139,402 16,978,460 21,685,514 +12.73 —11.74 
Burns, Ontario, Nyssa 3 10,520,864 10,062,282 11,221,896 + 4.56 — 6.35 





BUILDING PERMITS 


Building permits give an indication of building operations planned rather than actual construction under way. Care must be taken, in interpreting these data, to 
allow for the lag which may elapse between the issuance of the permit and the beginning of actual construction. The data have been collected by the Bureau of Business 















































Research. 
Additions, 
New New Non- Alterations 
Residential residential & Repairs Totals Totals Totals 
Sept. 1949 Sept. 1949 Sept. 1949 Sept. 1949 Sept. 1948 Aug. 1949 
Albany $ 28,050 $ 28,300 $ 7,155 $ 63,505 $ 157,420 $ 74,923 
Astoria 30,704 0 18,120 48,824 43,105 65,206 
Corvallis 118,500 3,250 9,302 131,052 109,080 131,030 
Eugene 207,750 25,725 88,270 321,745 387,747 663,250 
Grants Pass 44,014 23,823 13,385 81,222 238,140 180,292 
Klamath Falls 22,000 20,375 18,768 61,143 68,844 48,522 
Medford 94,500 29,068 24,795 148,363 159,065 134,615 
Oregon City 18,400 0 79,410 97,810 19,700 32,600 
Pendlet 43,728 3,362 4,255 $1,345 129,950 26,306 
Portland 2,285,250 774,050 1,272,925 4,332,225 3,509,290 3,200,380 
Salem 168,050 76,350 $3,650 298,050 815,074 722,700 
Springfield 55,500 17,512 49,650 122,662 76,730 87,/ 
The Dalles 19,500 1,100 1,390 21,990 81,820 17,4 
15 other t 148,000 73,265 40,624 261,889 565,300 750,118 
Totals $3,283,946 $1,076,180 $1,681,699 $6,041,825 $6,361,265 $6,135,162 
6 Oregon Busines Review 











